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influence. These are some of the propositions which Mr. Gibbons 
seeks to establish, and not always, as we think, successfully. 



10. — The Financial Economy of the United States illustrated, and 
some of the Causes that retard the Progress of California demon- 
strated. By John Alexander Feebis, A. M. San Francisco : 
A. Koman & Son. 1867. 

The price of gold is fixed. The United States government or- 
dains that 25 T 8 ^ grains, of standard fineness, shall be called one dollar ; 
and as the value of all commodities is measured by it, though they may 
rise and fall in price, gold, while used as currency, cannot do so, because 
it is price itself. 

This fact, generally overlooked, is an important one to those engaged 
in the production of gold, since the more the quantity of gold is in- 
creased in proportion to the demand for it, the less will be its value, 
that is, the less of all other commodities will it command in exchange. 
The miner produces gold, not that he may eat, drink, or wear it, but 
that he may exchange his product for others useful to him ; therefore 
it is of the first importance to him that the price of all articles of com- 
merce should be as low as possible ; and yet, if, by increasing the 
quantity of gold, he has lessened its value, he has no just occasion to 
find fault, since this comes by the operation of the natural laws of value, 
and cannot be helped. If in addition to this, however, any measure is 
adopted by government which depreciates the value of his commodity 
by raising the price of all others, then he has sufficient cause for com- 
plaint. Governments may do this. 

The principal demand for gold is for use as currency. If the issue 
of any other article as currency, and as a substitute for gold, is legally 
authorized, in so far the demand for gold must be diminished. As the 
demand for gold is thus lessened, its value (not its price) will fall. In 
other words, as prices rise, the power of gold to command commodities 
will be reduced. This is strikingly illustrated at the present moment, 
when we have a paper circulation of about seven hundred millions, 
while before the legal-tender act we had at the highest point but a trifle 
over two hundred millions. Prices have advanced some one hundred 
per cent, while gold, no longer currency, is now sold, as an article of 
merchandise, at thirty-five to forty per cent premium, and was at one 
time as high as one hundred and eighty-five per cent advance over 
paper. 

If the principle we have laid down is correct, must it not always be 
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true that, in just so far as mere paper is used as currency, the value of 
gold will be lessened ? And if it were possible by legislation to furnish 
a substitute for gold for all other purposes besides currency, would not 
gold be without any 'value whatever ? If so, is it not true that Califor- 
nia, whose great staple is gold, is wronged and injured by every sub- 
stitute used as currency? Her gold can only be produced by labor, 
and yet is it not brought into direct competition with that which costs 
no appreciable labor ? 

But here we are ready to admit that, if a substitute can be found 
which will answer all the purposes of currency just as well as gold, and 
costs little or no labor, then the Californian has no more occasion to 
complain than the man whose employment is rendered unnecessary by 
the invention of new machinery. 

Mankind are entitled to the best and cheapest instrumentalities pos- 
sible for the production and exchange of wealth, and as currency is 
only an implement for measuring and transferring values, if a cheaper 
and at the same time equally good one can be discovered, the opera- 
tions of the gold miner may well be suspended ; and although this may 
be an immediate disadvantage to him, as he must change his present 
employment to some other, it will be a gain to the world, and perhaps 
to the miner himself even, in the long run. 

This is the great principle on which the whole matter rests ; and the 
question therefore naturally comes up, Has such a substitute for gold 
been discovered? We answer, No. As a medium of exchange and as 
a standard of value in the commerce of the world, the precious metals 
alone are used. No purchases or payments are made between nations 
except with values, — with merchandise, or actual money. Promises 
have no international circulation, and the precious metals to-day, as for 
thousands of years past, form the general currency of trade. Individ- 
ual nations have established local currencies, but these are not recog- 
nized in the commercial intercourse of nations. Such currencies affect 
commerce only in so far as they act as substitutes for gold in a particu- 
lar country, and in that way reduce the value of gold in all countries. 
Otherwise a local currency is only a local question affecting the trade 
and industry of the locality in which it exists. If any people create a 
currency of less value than the currency of commerce, they suffer the 
same consequences they would if they used machinery less effective 
in production than that of other countries. Their exports will decrease, 
because their products will cost a higher price ; they will increase their 
imports, because foreign merchandise will be cheaper than domestic. 
All this is true in theory, and is confirmed by the experience of man- 
kind. To create a currency which costs as much as a gold one can be 
no object, while one that has less value can only do mischief. 
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There can be, then, no substitute for gold as currency which is as 
reliable and effective as the gold itself. This point we do not propose 
to dwell upon at this time. We are speaking of the particular position 
of the gold-producing States. If California, for example, were a sep- 
arate government or people, her gold would at all times have its full 
value to her citizens. All commodities within the State would be 
produced under the gold standard and be held at gold prices, while all 
articles imported would come to the people at the gold cost, except so 
far as disturbed by the issues of paper currencies abroad. Under such 
circumstances, if foreign articles could be had for less labor by produc- 
ing gold than by making them, they would be obtained by the produc- 
tion of gold, and California would enjoy the full natural advantages of 
her soil, climate, and productions. She would get everything at a fair 
rate of exchange. But how is it at present ? She produces gold, but a 
great part of the commodities she consumes are created under a paper 
currency, which so inflates prices that she pays for them a great deal 
more than she would if the same were made under and measured by a 
gold currency. She cannot get them from abroad at the gold value, 
because the tariff of the United States is interposed, so that the people 
must pay not only the duties, heavy as they may be, but the profits 
upon the duties, after passing through several hands. Thus they are 
virtually obliged to part with their gold at what it will bring in cur- 
rency, and with that purchase commodities for consumption at rates 
perhaps one hundred per cent above the real cash value. 

The manner in which this operates may be illustrated as follows. 
With gold at forty per cent premium, the Californian can get for one 
dollar (that is, 25 T 8 (y grains of standard gold) one dollar and forty 
cents in currency ; but the one dollar and forty cents will not 
bring him as much as one dollar would before the war. For ex- 
ample, for a pair of boots he could have obtained for five dollars in 
gold, he now pays ten dollars in currency. To get the ten dollars in 
currency he must give seven dollars and fourteen cents in gold ; so that 
seven dollars and fourteen cents in gold now only brings him as much 
as five dollars did before the change. He has lost the difference, which 
is equal to nearly thirty per cent. The boots are measured by the 
existing credit currency, because made under such a currency, and sold 
in a country where such a currency is the legal standard of value. 

Now, after making due allowance for the increased cost of American 
fabrics in consequence of excise taxation, it will nevertheless be found, 
on examination, that the prices of such fabrics to the consumer have 
been increased, as we have assumed, to nearly, if not quite, one hundred 
per cent. If so, the aggregate loss which the population of the great 
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gold-producing State must have already sustained in consequence of the 
demonetization of gold must be immense. 

That such a state of things should produce dissatisfaction amongst 
intelligent men who can comprehend the subject, and that such dis- 
satisfaction should find expression on the shores of the Pacific, is not 
a matter of surprise. California has been from the first strongly 
opposed to the introduction of a mixed-currency system within her 
borders, and when her State Constitution was formed, it absolutely 
prohibited the "making, issuing, or putting in circulation any bill, 
check, ticket, certificate, promissory note, or other paper to circulate 
as money, or creating paper to circulate as money." By guarding thus 
carefully in her fundamental law against the introduction of mixed- 
currency banks, the Californians secured to themselves a specie cur- 
rency. The most strenuous efforts were made to break down the re- 
strictions upon paper-money banking, but the people have hitherto 
firmly resisted every such attempt, being fully determined that one 
class of men shall not be allowed to make paper dollars costing 
nothing, having equal value with the gold which a large part of her 
people were engaged in producing by hard work ; and thus, up to the 
enactment of the legal-tender law by Congress, in 1862, paper money 
was excluded from California. 

But now came a great trial. The national government, in its dis- 
tress, ordained that its own promises to pay money should be legal 
tender. This act demonetized gold, and practically destroyed the cur- 
rency of the State. It seemed certain that California would be com- 
pelled to adopt that issued by the national government, but she was not 
content to do so. On the 27th of April, 1863, her Legislature enacted 
that " in any contract or obligation in writing for the direct payment 
of money made payable in a specified kind of money or currency, judg- 
ment for the plaintiff, whether the same be by default or after verdict, 
may follow the contract or obligation, and be made payable in the kind 
of money or currency specified therein." 

Under this " special contract law," so called, the trade of the State 
has been carried on by the gold standard, so far as special agreements 
were made to that effect. California thus established justice as between 
her own citizens, and enabled them to make and enforce contracts 
founded upon gold values ; but in their intercourse with other States, 
and in so far as they were still compelled to purchase commodities pro- 
duced under a false standard of value, or articles protected by high 
duties, ' they have suffered the disadvantage and loss we have just 
stated. 

The position of the gold-producing States, soon to have great 
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power and influence in the Union, is altogether abnormal under our 
present monetary system, and should not be ignored or disregarded. It 
is one that cannot long continue, and ought not. California has ever 
been a truly loyal State. We doubt not she will remain so ; yet no 
State ever had so strong reasons for dissevering its connection with the 
Federal government. This the intelligent part of her population 
already understand, and the great body of her people will eventually 
perceive. She is deeply, constantly wronged, and her growth in wealth 
retarded. She carries a heavy and unnecessary burden. It cannot be 
thrown off at once, but as soon as the condition of the country will 
allow of it she will certainly demand that the currency of the nation 
shall be a sound one, — one that has the value of a gold dollar in 
every note that promises to pay a dollar. 

The work referred to at the head of this article presents in a clear, 
forcible, and we think, generally, a very correct manner, the position 
of California, as one of the States of the Union, in her monetary and 
financial relations. The subject is one on which the writer has 
evidently thought much. The work consists of a series of articles, 
many of which have appeared in the newspapers of California. The 
author maintains, we think successfully, that the general financial 
system of the United States has always been highly prejudicial to the 
interests of the gold-producing State. He shows how adverse to her 
welfare is the use of a mixed currency everywhere and at all times, 
and how especially injurious is a mere credit currency made legal 
tender. He defends the special-contract law of California, denies the 
constitutionality of the legal-tender act, and insists that a mixed cur- 
rency, or any other than one made of the precious metals or the 
actual representative of the same, dollar for dollar, is fraudulent and 
ought not to be tolerated. But while doing this, he admits that a cur- 
rency may be provided, consisting of notes or certificates issued upon 
deposit of gold only, which would constitute a reliable circulating 
medium and an invariable standard of value, perfectly adapted to the 
wants of trade. These and kindred topics are discussed by Mr. 
Ferris with much earnestness and force, and to any one desirous of 
knowing the views of an intelligent Californian on these most im- 
portant subjects the work referred to will be a valuable acquisition. 



